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e Highlights of a new study 


Facts About the 


Michigan Economy 


William Haber, Eugene C. McKean, 


OW well has the Michigan economy been 

doing in recent years? What are the im- 
portant current trends? What is the outlook 
for the foreseeable future? What about labor 
factors? And what about taxes, and other fac- 
tors that influence business activity and the 
location of new factories? How can economic 
conditions be bettered? 

Answers to these and related questions are 
important not only to the people of Michigan 
but also to others who have, or might have, 
interests in business activity in this state. 

Unfortunately, reliable information to fur- 
nish a basis for answers to these questions is 
sometimes scanty. On the basis, however, of 
the best information available, here are some 
tentative answers. 


Recent Developments 


The years since 1940 have been years of 
remarkable growth for the state of Michigan 
and, in some important respects, there were no 
signs of let-up through 1956 or later. Capital 


About the Authors— 


Dr. Haber is Professor of Economics in this Univer- 
sity. Mr. McKean and Dr. Taylor are affiliated with 
the W. E. Upjohn Institute for Employment Research, 
of which Dr. Taylor is Director. 

This article is based on materials contained in the 
new book, The Michigan Economy: Its Potentials and 
Its Problems, co-authored by these three men. Copies 
may be obtained from the Institute, 709 South West- 
nedge Avenue, Kalamazoo, Michigan. 
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and Harold C. Taylor 


expenditures in the state were conspicuously 
high as recently as 1956; and population 
growth was continuing at a substantial rate 
even in the recession year of 1958. 

But in 1953 Michigan reached a level of 
employment which, despite the continued 
growth of population, has not yet been re- 
gained. Severe losses of employment were sus- 
tained between 1953 and 1957, even though 
the latter year was a generally prosperous one 
for the nation as a whole. 

In 1953, Michigan was a prosperous state in 
a prosperous nation. All lines of business and 
industry were flourishing; and, in addition, 
Michigan was especially busy with Korean- 
defense production and with production of 
automobiles to meet ever-pressing pent-up de- 
mands. The state’s labor force expanded ab- 
normally; there was perhaps over-employment. 
Nearly 42 per cent of the state’s entire pop- 
ulation were at work, whereas a figure of 38.5 
per cent is often considered to be a reasonable 
goal for full employment. By 1957, however, 
only 35.5 per cent of the state’s people were 
at work, while in the generally prosperous na- 
tion as a whole the percentage was at a com- 
fortable 38.6. 

Our losses during the four-year period were 
mainly losses of manufacturing jobs. Of these, 
losses of defense jobs were substantial. There is 
no industrial classification of “defense jobs,” of 
course; these jobs are carried under the usual 
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classifications of transportation equipment, 
electrical machinery, fabricated metals, and so 
on. Estimates suggest, however, that Michi- 
gan’s losses of defense work after 1953 may 
have amounted to 125,000 to 150,000 jobs— 
a significant part of our total job loss. 


The Recession of 1958 

Although trouble was already brewing in 
Michigan before the recession, it became evi- 
dent to all in that year. Affecting all business 
in the nation to some degree, unemployment 
was especially severe in Michigan, where it 
rose to a total of 406,000, or 13.5 per cent of 
the labor force. Unemployment was especially 
conspicuous in the motor vehicles and equip- 
ment industry, in which the number of Michi- 
gan jobs dropped from 395,000 in 1957 to 
293,000 in 1958, a loss of 102,000 jobs. More- 
over—and of telling significance—Michigan’s 
loss during the one-year period, 1957-1958, 
was two-thirds of the entire nation’s employ- 
ment loss in that industry. 

By May, 1959, national recovery was well 
under way, with unemployment below the five 
per cent level. Michigan was improving also; 
but the unemployment rate for Detroit was 
still 9.8 per cent, which was about double the 
national rate; and the rate for the state as a 
whole was 8.3 per cent, which was still much 
too high for comfort. 


The Contributing Factors 

Four factors have contributed to the state’s 
present employment problems. 

1. The industry mix. Manufacturing em- 
ployment tends to fluctuate more rapidly than 
non-manufacturing employment. Michigan has 
the third highest proportion of employment in 
manufacturing in the United states. Durable 
goods manufacturing tends to rise and fall 
faster than non-durable goods production. 
Here, too, Michigan is well above average. 
Finally, concentration of employment in any 
one industry tends to make the state reflect 
the ups and downs of that industry. Michi- 
gan’s concentration in auto production is ex- 
ceeded only by Oregon’s in forest products and 
North Carolina’s in textiles. 


2. Shifts in defense procurement. The shift 
from wheeled vehicles toward aircraft, elec. 
tronics and missiles has cost the state heavily 
in employment. Reliable estimates have placed 
the state’s job loss in defense-related industries 
at 125,000 to 150,000 since 1953. This in. 
cludes part of the job loss in auto and auto- 


related industries which handled defense . 


contracts. 

3. Decentralization of the automobile in- 
dustry. This reflects continuation of a process 
which began as early as the 1930s, which stems 
largely from market considerations. Michigan 


would have felt its effects much earlier, had - 


not the demand for cars been so strong in the 
post-war period. Michigan auto employment 
dropped from 395,000 in 1957 to 293,000 in 
1958, a loss of more than 100,000 jobs. 

4. Efficiency-increasing capital investments, 
During the four years, 1953-1956, capital ex- 
penditures in Michigan accounted for 9 to 11 
per cent of the United States total. Such im- 
provements make possible the eight-hour day 
and the five-day week, and the great increase 
in our standard of living that is expected in 
the years to come. But these developments do 
bring dislocations and problems, and, at the 
moment, Michigan has its share of the prob- 
lems. 


Assets and Liabilities 


Will this recent relatively unfavorable trend — 


in employment continue? What are the key 
factors affecting employment opportunities, 
what is the outlook for them? 

One important factor is markets. In 1957, 
Michigan ranked sixth among all U. S. states 
as a market for consumer goods. Including 
Ohio, Indiana, Illinois and Wisconsin, its re- 
gion has almost one fourth the nation’s person- 
al income and accounts for over one fifth the 
nation’s retail sales. 

As a market for manufactured goods sold to 
industry, Michigan also has important loca- 
tional advantages. As a group, the East North 
Central states account for nearly one third the 
nation’s manufacturing activity. The very in- 
dustrial might of Michigan and its neighboring 
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states provides in itself the most powerful im- 
petus for the state’s further growth. 

With respect to the important factor of 
transportation, geographically, Michigan is a 
bit off the beaten path of the major East-West 
rail lines and highways. The St. Lawrence Sea- 
way Offers two new advantages of significance 
to the state: 1) lower costs for bulk shipment 
of commodities and other materials and 2) 
lowered costs — through competition — for 
transportation of goods by other means. Fur- 
ther research is needed to determine how the 
state can best improve its transportation 
facilities. 

Michigan stands at the very top of all the 
states in its fresh water resources. While this 
is not an outstanding locational advantage at 
present, it may become increasingly important 
in the future. 


Labor—Wages 


Average earnings of Michigan manufactur- 
ing workers are the highest in the nation, to- 
taling $99.29 per week in 1958, compared 
with a United States average of $83.58. This 
reflects several factors: 

1. Undoubtedly, the most important expla- 
nation is the high demand for labor which has 
characterized Michigan’s past. In the months 
and years ahead, wages are likely to rise more 
rapidly in those areas of the country where 
expansion puts pressure on the available labor 
supply. 

2. Union pressures have also been a factor. 
Although the degree of unionization in Michi- 
gan is high in comparison to the rest of the 
United States, it is not markedly above that 
of nearby states. 

3. Michigan has a high proportion of skilled 
and semi-skilled persons in its work force. In 
1957, roughly 45 per cent of the working pop- 
ulation was in one of these categories, com- 
pared to a U. S. level of only 34 per cent. 

4. About four out of five Michigan manu- 
facturing employees work in high wage-paying 
industries—motor vehicles, primary and fab- 
ricated metals, machinery, and chemicals, for 
example. 
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Labor—Stability 


Michigan compares favorably with other in- 
dustrial states in work stoppages. In the period 
1955 through 1956, only one quarter of one 
per cent of estimated working time was lost 
through work stoppages in Michigan. The quit 
rate for Michigan workers was below the na- 
tional average during 1955-58. 


Labor—Other Costs 


While Michigan’s benefits to injured work- 
ers tend to be higher than those in other Mid- 
western states and New York, costs of this 
program to employers compare favorably with 
other states. In a study of average employer 
tax rates for 45 occupational classifications, 
Michigan ranked 11th out of 16 leading indus- 
trial states in six out of the seven years, 1950— 
56. 

Costs of unemployment compensation to 
Michigan employers was below the United 
States average in four out of the seven years, 
1950-56. On the other hand, Michigan costs 
were higher than the average for other states 
in the East North Central region in six of these 
seven years. 

This may be partially explained by the 
industrial composition of the state, with its 
emphasis on durable goods. With the greater 
volatility of employment in Michigan, unem- 
ployment insurance costs are necessarily 
greater. In addition, benefits are higher in 
Michigan than in many other states. 


Taxes—General 


In terms of state and local taxes per person, 
Michigan ranked 12th among the 48 states in 
1957. Differences in tax levels per person 
among all states have tended to narrow mark- 
edly in recent years, however. 

A more meaningful measure of the total tax 
“burden” is the proportion of personal income 
absorbed by state and local taxes. Viewed on 
this basis, Michigan ranked 31st among the 
48 states in 1957. 

But high income states competing with 
Michigan in industrial development generally 
levy taxes representing somewhat lower pro- 
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portions of total personal income. These in- 
clude Pennsylvania, Illinois, Indiana, and 
Ohio. On the other hand, Wisconsin and New 
York are higher than Michigan. 

The movement of new industry into an area 
is bound to raise the level of taxation, what- 
ever the level may be. 


Taxes—Business 


Taxes must be paid either by individuals or 
by business and industry. Are we, in Michigan 
and its communities, saddling industry with an 
undue proportion of the tax load? For exam- 
ple, if total taxes in some Michigan community 
are, say, ten per cent higher than those in a 
comparable community in another state, the 
level of services in the Michigan community 
may be sufficiently better so that good indus- 
trial firms will be willing to pay the ten per 
cent difference. But if the tax burden on indus- 
try in the Michigan community is 30 or 40 
per cent above the burden in the other com- 
munity, the decision may be quite different. 
We need very much to examine our present 
taxes, at both state and local levels, both in 
principle and in practice, to determine whether 
we are burdening industry disproportionately 
for the good level of government facilities and 
services which we have in Michigan. We need 
also to examine all new tax proposals care- 
fully, in order to determine whether they place 
burdens on industry which are out of line with 
the burdens placed on industry in other states. 
There are too many stories to dismiss lightly, 
concerning individual Michigan firms which 
have apparently found substantial tax advan- 
tages in operating in other states. Such in- 
stances should be investigated thoroughly, to 
see what lessons we can learn from the experi- 
ences of these firms. 


The “Climate for Industry” 


The term, “climate for industry,” has been 
used to mean so many different things that it 
has become little more than a slogan. Discus- 
sion of most of the matters related to it could 
proceed in a more constructive atmosphere if 
the term were dropped from our vocabulary. 
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The term usually refers to the businessman’s — 


interpretation of the costs of doing business jn 


Michigan, including the political and economic | 


issues related to the labor-management con- 
flict. 

If the phrase, ‘climate for unions,” or “cli- 
mate for the workingman,” had been coined, 
the state’s characteristics might be appraised 
from different points of view. What the people 
of Michigan really want, of course, is a proper 
“climate for the general good of all,” if we 
could but know how to achieve that climate. 

To be sure, many people believe that the 
emphasis on business climate and on the rela- 
tive cost of doing business in Michigan is ex- 
aggerated. This may be so; but whether right 
or wrong, the “image” of Michigan in the eyes 
of business management has come to be an 
unfavorable image. These beliefs or percep- 
tions which are widely held by the business 
community have unquestionably influenced its 
behavior. The real task is to get to the bottom 
of these perceptions—to determine as far as 
possible what causes them, whether they are 
fact or fiction, and to create a more favorable 
image. To contribute to a better understand- 
ing, we must search diligently in several areas. 
We wish to propose four lines of study and 
action which we believe have constructive 
possibilities. 

A Program for Study and Action 


Despite the great amount that has been 
written on the subject of plant location, and 
despite the comments that are made from time 
to time by firms indicating their reasons for 
choosing a particular location, remarkably 
little systematic information is available con- 
cerning the factors which, on the whole, do 
actually determine plant locations. 

It is not easy to devise an objective research 
study which would shed light on these matters. 
The answers could easily represent only an 
expression of political views or prejudices. It 
would be desirable, however, to attempt a care- 
ful inquiry designed to elicit, from the man- 
agements of a large number of firms which 
have built new plants in one or another of the 
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East North Central States, the reasons for 
each management’s choice of location. Such a 
study would shed light on the relative impor- 
tance of all of the major industrial location 
factors, including the importance of the labor- 
management factor and its political ramifica- 
tions. The value of such a study would be 
considerable, not only to Michigan but to 
other states as well. 

There have been allegations that the Michi- 
gan tax structure is unfavorable to the growth 
of business enterprise. But there have been 
allegations also that the unemployment insur- 
ance law of Michigan thwarts the growth of 
business; that court decisions of various sorts 
have deterred business growth; and that in 
numerous ways conditions in the state are not 
conducive to maximum economic development. 
These allegations have appeared chiefly in the 
context of political debate; and, while much 
good information does emerge in the course of 
political debate, the atmosphere does not lend 
itself to an orderly accumulation of facts, to a 
calm appraisal, and to the achievement of im- 
partial conclusions. There needs badly to be 
drawn up a “bill of particulars” as to those 
matters which are believed to be thwarting our 
economic growth, and there needs to be a care- 
ful study and a sober weighing of the facts. 

We propose enactment of an “Economic 
Growth Act.” The Act would be a short affir- 
mation of the intent of the state government 
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to concern itself with the sound economic 
growth of the state. It would provide for a 
Governor’s Council of Economic Advisers. It 
would require the Governor to deliver to the 
legislature an annual report on the economic 
situation of the state. Finally, it would set up 
a Joint Committee of the House and Senate on 
the Economic Report. The Joint Committee 
would be provided with its own staff. The 
Committee would consider the Governor’s 
Economic Report, would conduct its own hear- 
ings, would direct its staff to provide such 
additional information as it wished, and would 
then consider needed legislation in the light 
of all available information. 

During the past year or two the reputation 
of the state of Michigan has suffered grievous- 
ly. Articles referring to our “fiscal mess,” 
describing us as a “welfare state,” purporting 
to show “why industry shuns Michigan,” and 
so on, have appeared in the public press of the 
nation with disturbing frequency. Perhaps all 
factions in the state—both those who believe 
that the conditions of doing business in Michi- 
gan are generally good and those who do not— 
could agree in acknowledging that the reputa- 
tion of the state has suffered seriously. It is 
to be hoped that all leaders in the state, re- 
gardless of faction or political affiliation, can 
join in making the improvement of the Michi- 
gan reputation a prime objective. 


A NEW TEXTBOOK ON ACCOUNTING 


Managerial Accounting—An Introduction, by Harold Bierman, Jr., Associate Professor 
of Accounting, Cornell University. New York: The Macmillan Company, 1959. 
583 pp. Text edition: $7.50. Trade edition: $10.00. 
Professor Bierman’s debut as an author adds one more to the large group of former 
students of Professor William A. Paton who have written text books on accounting. 
The author acknowledges his debt to his former tutor in the preface and evidences it in 
his use of Patonian terminology (“position statement”) and in advocated theories and 
procedures—treatment of bad debt charges as contra-revenue, for example. Professor 
Bierman’s book is an ambitious effort to cover a great deal of ground—from the defini- 
tion of debit and credit to a fairly sophisticated consideration of managerial problems— 
| in a very small compass—only 483 pages. The subtitle “Introduction” is aptly chosen. 
About half of the book is general or financial accounting and the other half managerial. 
It is intended for a year course. Features of merit are many detailed examples and a host 
of problems. Unfortunate is a considerable amount of trouble with grammar, spelling 
and punctuation. Schools having a need for this type of text will welcome it. 
—Herbert F. Taggart 
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e Imagination and useful insights into 


Our Changing Society— 


Implications for the Businessman 


HE terms “American dream” and “Amer- 
ican way of life” have many connotations 
—wealth, prosperity, democracy, high-pres- 
sure, power. But the one force which underlies 
all others and which has truly shaped the 
American economy and social structure is 
fluidity, the possibility for each man to change 
his status in society, the ability of business- 
men to develop and adopt new methods of 
production, the willingness of the consumer to 
buy and try new products. 

Change has been most rapid during the first 
half of this century, in fact so rapid in so many 
areas, that most businessmen have been left 
behind in the unfortunate position of trying 
to catch up, instead of being just a little ahead 
anticipating the next step. In actual business 
practice this may mean, for example, that a 
retailer discovers he has missed a couple of 
good seasons in boats or musical instruments, 
although the signs were there if he had only 
known where to look. It may mean that a small 
lot producer writes off automation as “only 


About the Author— 


A man of many activities, A. W. Zelomek is Presi- 
dent and Economist of the International Statistical 
Bureau, Inc., publishers of several business services 
and letters; President of A. W. Zelomek Associates, 
Inc.; economic adviser to business organizations ; and 
author of books and articles. This article is based in 
large part on materials presented in his latest book, 
A Changing America, which was published earlier this 
year by John Wiley and Sons. 
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for the big guys” without realizing that rapid 
developments in tape-controlled machine tools 
are making automation just as realistic a pos- 
sibility for him. It may mean at any level of 
production or distribution, that the business- 
man is selling to a consumer who no longer is 
important, like the customer who shops for 
price rather than quality. 


Broad Thinking Necessary 


During more than a quarter of a century of 
economic forecasting and business counselling, 
I have found that a businessman cannot con- 
fine his thinking to economic areas but must 
also be something of a sociologist. In an age of 
increasing specialization he must go contrary 
to the trend and concern himself with all fields 
related to business—indeed a wide range. In 
preparing material for my latest book, 4 
Changing America, I found it essential to in- 
clude the sociological basis for many of the 
rapid economic developments of the past half 
century. It is just as important for the busi- 
nessman to know the attitude with which his 
customer assumed an instalment debt as it is 
for him to know that instalment debt is at a 
record level and what proportions are in auto- 
mobile paper, household appliances, etc. 

Such basic knowledge will be of great value 
to him in sorting out valid analysis and pre- 
dictions from among the innumerable ones 


offered today in business books and periodicals. 
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Anyone who has read such publications ex- 
tensively will note the unfortunate ‘‘band- 
wagon” tendencies evident among economic 
writers. Let one economist state that instal- 
ment debt is too heavy and will soon cause a 
collapse, and the opinion is sure to be repeated 
with only slight variations many times there- 
after. This kind of repetition may appear to 
give authority to a prediction if the business- 
man has no basis for independent judgment; 
it does not give it validity. 


Where To Look 


The familiar economic indicators—G.N.P., 
disposable income, industrial production, retail 
sales, employment totals, etc.—are all im- 
portant. All should be watched closely, and 
this means not just as total figures, but all the 
parts that are combined in them. They must 
also be watched for interrelations and most of 
all for contradictions. When an important eco- 
nomic indicator does not follow a path which 
has previously been considered inevitable in a 
given set of circumstances, then it is past time 
to look for a basic change in the economic 
structure. 

All of these points are best clarified by illus- 
trations; let us use disposable income for this 
purpose. 

Suppose that disposable income is in an up- 
ward trend, as it has been since the end of 
World War II. What does this imply for the 
businessman besides the fact that generally, 
business volume can also be expected to con- 
tinue upward? Is this sufficient knowledge on 
which to base operating policies? Obviously, 
the answer is no, because if he assumes that 
the same people will buy the same kind of 
merchandise, only more of it—which is all 
that the total income data figure gives him a 
basis to conclude—then he will miss all the 
best potentials which this rising trend offers 
him. 


Income Data Significant 


On the other hand, a close study of income 
data will show who the new consumers are, in 
what income brackets most of our families are 
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concentrated, how this distribution is different 
from what it was ten or fifteen years ago, from 
what sources this income is derived and con- 
sequently how stable it is likely to be. This 
list is only suggestive, certainly not exhaustive. 
It is intended to demonstrate that, for the 
businessman, components are more important 
than totals and averages. He is not in a “gen- 
eral” business and he cannot sell to an average 
customer who doesn’t exist. 

Again, observing disposable income during 
a period of recession such as occurred in 1957- 
58, it was soon apparent that income was not 
following industrial production downward, but 
was in fact holding up very well. This appar- 
ent contradiction requires an explanation 
since, historically, industrial production dom- 
inated the economy and was the major source 
of income. One obvious explanation—unem- 
ployment benefits—is only a partial one. The 
answer lies in a basic change in our economy, 
away from dominance by the production sec- 
tor toward greater importance of the service 
sector. (More on this change later.) 


Behind the Statistics 


For a realistic estimate of how these and 
other changes will affect him both as a seller of 
goods and services and as an employer, the 
businessman must draw on the work of the 
psychologists and sociologists. Statistics can 
tell you that the average work week has de- 
clined, and there’s not much risk in predicting 
a further decline in the future; but, it is also 
important to know which groups have more 
time and whether they are likely to buy a boat, 
go to a concert, or take up golf. Statistics will 
tell you that income is at a record level, but 
on what does a family ordinarily spend its 
extra money when it graduates into a new in- 
come bracket—more clothes or better clothes, 
more education, housing, travel? How is the 
rising education level affecting the consumer’s 
use of money and time? 

So important have such questions become 
that universities and foundations are devoting 
considerable time to studies of changes in 
taste, leisure activities and cultural levels. 
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How We Have Changed 


Among the basic changes which have caused 
most controversy and caustic comment are 
those affecting relationships within the family. 
Father does the shopping and mother goes to 
work, and I do not believe that there is any 
likelihood of a return to the old days, good or 
not. The hours of work are declining (except 
for executives ar#] professionals). When hus- 
bands have long weekends and long evenings 
at home, the family and its time together tend 
to dominate his week, not his job as it once 
did. Businessmen would do well to plan for 
the new male addition to the household staff; 
he’s here to stay. Market research studies indi- 
cate that men are “suckers for the latest 
gadget and the latest model.” It is not surpris- 
ing that men who are used to efficient machin- 
ery in factory or office will be intolerant of 
inefficient hand labor at home, particularly 
when they have to supply the hands. 

All this mechanical and husband help should 
leave the women with lots of time off. Actually, 
the reverse is true. Just as today the pressure 
on the husband to provide necessities has been 
replaced by an even heavier pressure to pro- 
vide the things which were once considered 
luxuries, so his wife has been released from 
considerable household drudgery only to take 
up even more time consuming duties in her 
children’s world, the community or business. 


Married Women at Work 


Why are so many women working in a per- 
iod of unprecedented prosperity and security? 
Is it relic of the war years which will taper off 
or is the working wife a permanent part of our 
labor force? To answer this question we must 
examine the make-up of the female labor force 
and the reasons why married women work. 

Back in 1890, only 4 per cent of the married 
women worked, and for them it was a matter 
of basic economic support. By 1956, 24 per 
cent of all married women were working. Mar- 
ried women now constitute more than half the 
female working force. For a small number, it 
is still a matter of basic support, but for most 
the term “‘need”’ has been stretched to include 


such items as vacations, home improvements, 
and college educations for the children. Butt 
even where there is very little need to work, 
we still find women returning to the business 
world. In families where the husband is earn. 
ing between $7,000 and $10,000 a year, one 
out of five wives works. 

Aside from economic need, the basic reasons ° 
can be traced back to the higher educational 
level of today’s wives, and the fact that they 
will probably live longer than their husbands, 
A woman who returns to work when she js 
around 35 or 40 years old will again be able 
to put into use the skills she has had in reserve! 
for perhaps fifteen years. At the same time, she 
will provide herself with financial and emo- 
tional support for the years when her children 
are no longer dependent on her and she is, 
according to statistics, faced with widowhood. 


Women in the Future Work Force 


There is no doubt, therefore, that working 
wives, like domesticated husbands, are here to 
stay. Businessmen can count on them for a 
larger proportion of their employees and 
should not be surprised to find them applying 
for—and qualifying for—jobs which have tra- . 
ditionally been considered the province of men. 
National need for the greatest possible devel- 
opment of human resources is breaking down 
traditional prejudices against the education of 
girls in ‘men’s’ professions. Employment 
prejudices must break down too, particularly ; 
as the need increases and the supply of men 
in the 25-44 year age group temporarily de- 
clines in the early 1960s. 

Working wives will be buying “time,” the 
one thing they never have enough of, in many 
forms; easy-to-care-for textiles, efficient appli- * 
ances, prepared foods, services of all kinds. 
Unlike the housewife of fifty years ago, today’s 
housewife is not proud of the time spent in the 
kitchen and on the care of the house. She is 
proud of the time she can manage away from 
the house for the many other jobs she has’ 
taken on. 

The suburban business firm particularly will 
find women who are returning to work a good 
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source of labor supply, and conversely, house- 
wives who cannot spend time traveling long 
distances will be able to work for companies 
located nearer to home. The spread of industry 
outward is expected to continue, at least for 
the producing and distributing functions. 


Industry Is Being Pushed 
Outward 


Two basic developments are pushing indus- 
try outward. First, there is simply a lack of 
available land in the core cities which is cheap 
enough to make factory building practical. 
Offices can be housed in skyscrapers, if neces- 
sary on different floors. Modern factories, 
however, are low and spreading. Factory de- 
liveries through congested city streets can 
become a major business headache, whereas— 
by contrast—the network of roads which is 
spreading rapidly makes more and more sub- 
urban land easily accessible. Many of these 
roads are being planned to connect one suburb 
with another, thus avoiding the traffic into 
the city. 

Second is automation. I must stop, briefly, 
to define what I mean by automation since 
this is a term widely used and widely abused. 
Automation can be divided into three parts for 
convenience: 

*The use of “transfer machines” which 
carry the workpiece from one machine tool to 
another, thus making a continuous production 
line out of a series of discrete operations. (This 
has been called “Detroit automation.’’) 

*The use of feedback devices .or servo- 
mechanisms which act as sense organs to check 
the performance of the machine, compare it 
with pre-set requirements for the product, and 
correct the process if necessary. 

*The use of general and special-purpose 
computing machines to record, store, and 
analyze information. 

“Detroit automation,” as the name implies, 
is most practical for industries like auto pro- 
duction which produce very large runs of the 
same product. The feedback controls are best 
suited to continuous flow production, like 
chemicals, and to small lot production where 
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engineering changes are frequent. The com- 
puters are used mainly by firms which have a 
tremendous amount of paper work, like banks 
and insurance companies. (This is, of course, 
an oversimplification, but it will clarify what 
we are talking about when we say “automa- 
tion.”’) 

All forms of automation have this in com- 
mon: they reduce drastically the number of 
man-hours necessary to produce a given result 
and require a generally higher level of skills 
than is now required. A company building an 
automated factory (and many must build 
from scratch to get the full advantage of these 
new methods) will need the large tracts of 
land available only outside the core city, but 
will not need the large reservoir of labor re- 
serves which the city cffers. On the other hand, 
it will have to attract the skilled labor which 
may not be available in the suburbs. For this 
purpose the employers will have to provide 
fringe benefits of the kind not specified in 
union contracts, like good climate, good 
schools for the children, and recreational and 
cultural facilities within reasonable reach. 


Shifts in Employment 


The fact that automation, although slow 
and costly to introduce, will reduce the num- 
ber of workers required per unit of production, 
has already stimulated demand for a shorter 
work week with no reduction in pay. This will 
be one method of preventing widespread tech- 
nological unemployment. The shorter work 
week will affect not only those industries which 
adopt automation, but also others which are 
less directly affected. The existing gap between 
wages and hours in manufacturing and retail- 
ing, for example, may be retained but it can- 
not widen further. 

Some part of the labor force will be absorbed 
by industries whose products are today still on 
the drawing board. Another portion will com- 
pensate for the fewer years each worker wilil 
spend in the labor force because of increased 
time in school and the earlier retirement. Still 
others will be absorbed by the rapidly growing 
service industries. 
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Expansion of Service Industries 

The growth of the service industries is an 
important change which has gone relatively 
unnoticed among the more explosive develop- 
ments like the growth of the suburbs. It has 
extended over many years, occurring slowly 
but persistently. However, it has now reached 
the point where we can truly say we have 
reached a new stage in the evolution of our 
standard of living. The demand for services 
becomes important when money remains after 
demand for a wide range of goods has been 
satisfied. 

Today, employment in the service industries 
exceeds employment in manufacturing, con- 
struction, and mining combined. Three-fifths 
of our nonagricultural labor force is employed 
in transportation, utilities, government, recre- 
ation, personal service, business services, trade, 
finance, etc. Service industries generate ap- 
proximately 60 per cent of our national in- 
come. 

For the businessman, this growth has sev- 
eral important aspects: 

* Expenditures for services, such as housing, 
utilities, transportation, education, and repair 
cannot be as easily curtailed during periods of 
economic stress as can purchases of goods. 
This means that employment in and income 
from these industries can help stabilize the 
economy when production of goods is declin- 
ing. This is what happened in the last two 
recession periods. 

* Consumers are willing to pay an increasing 
share of their income for a variety of services. 
Businessmen should, therefore, include appro- 
priate services where possible with their 
products. 

* Many of the service industries, where per- 
sonal contact is important, will remain a good 
field for small business. This includes business 
services like advertising and job printing, as 
well as personal services and appliance repair. 

The importance of the service sector as an 
employer of labor will continue its gradual 
increase. Although many of the industries in- 
cluded in this category can benefit from our 
rapidly advancing technology—like banks, in- 


surance companies, government offices, ware- 

housing, and large wholesale and retail distri. , 
bution—many others are too small or depend 

too much on personal contact to be affected, 

In addition, demand for services which came 

after demand for goods in our developing econ. 

omy, is less fully satisfied today. The clamor 

for education is the example that comes first 

to mind. 


Technological Changes 


Although for the sake of clarity we must 
consider our changed society and its implica- 
tions for the businessman from several appar- 
ently discrete viewpoints, it would be more 
realistic to consider them all as a chain re. 
action starting with the improvements in tech- 
nology. From this beginning came our shorter 
work week, higher income, new demands for 
goods and services, the release of the house- 
wife from much drudgery, her absorption into 
community affairs and the labor force, and 
our dependence on cars for work and play. 
We are now beginning another chain reaction 
with advancing automation, and while it will 
be controlled rather than explosive, it will 
again bring sweeping changes in our economy 
and our manner of living. 

Forecasting is generally a hazardous busi- 
ness but the foundations of many future 
changes have been so strongly laid that— 
barring any major national disaster—the con- 
tinuation of current trends seems inevitable. 
National income will continue upward, both 
the total and the average per family. Purchas- 
ing power will also increase; automation will 
reduce the price of goods and thus help keep 
increases in the cost of living to moderate 
levels. Hours of work will decline as tech- 
nology improves methods of production. The 
level of education will be raised and the two- 
year post-high school course is likely to be- 
come as usual an achievement in ten years as 
the high school diploma is today. 


Other Future Changes 


Other developments are less clearly defined 
but also probable. The central cities, now 
(continued on page 15) 
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What’s Ahead for 


Michigan’s Forests and 
Forest-Based Industries ? 


VERY businessman occasionally finds it 
desirable to sit back and ponder a little as 

to where his business is heading. Usually this 
involves a more or less careful appraisal of 
national economic trends, followed by an 
assessment of those state, local, and industry 
factors that are necessary to fit the particular 
business into the picture. Key questions that 
might be raised include those such as: Will 


our product continue to hold the consumer’s: 


favor or will buyers be lured away by some 
newly-developed substitute? Will the popula- 
tion increase mean a corresponding rise in 
sales, or will the changing age-class structure 
mean declining markets? Will the St. Law- 
rence Seaway mean the opening of new over- 
seas territories or will it mean facing competi- 
tion from foreign manufacturers? 

For similar reasons Michigan’s forest-based 
industries also need to look ahead—and even 
more because of reasons peculiar to them. For 
one thing, trees are not produced in a year or 
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so, or even a couple of decades. For another, 
the source of raw material, the forest, has 
changed over the past twenty years, and may 
well undergo even more substantial changes 
in the future. Finally, forest land is no longer 
regarded by the general public as primarily 
useful for timber production. Michigan’s citi- 
zens now look to their state’s large forested 
areas for a host of services, ranging from 
streamflow regulation, and protection and sup- 
port of a large deer herd, to (perhaps most of 
all) a place to lose the cares of modern city 
life and recreate oneself both emotionally and 
physically. 

So, what’s in store for Michigan’s forest 
industries during the next twenty-five years? 
And what will its forests be like after another 
quarter century? 


Outlook for Population and Income 


As usual, some assumptions must be made 
about national and state economic factors. One 
thing about which we can be reasonably speci- 
fic is the matter of population. In November of 
1958 the Census Bureau made four series of 
population forecasts by five-year periods to 
1980. These series differed primarily in their 
assumptions regarding the fertility rate. Ac- 
cording to one of the middle series it appears 
probable that by 1984 our nation will have 
about 281 million people as compared with 
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some 174 million today. Based on their simi- 
larly derived projections for Michigan, this 
state may support a population of 13 million 
25 years from now. This compares with an 
estimated 7,866,000 inhabitants on July 1, 
1958. For those who fear that Michigan is 
lagging on the national scene, it might be well 
to point out that during the eight-year period 
since 1950, Michigan’s population increased 
by 23.4 per cent—the highest rate of any 
north-central state and the tenth highest in the 
nation. 

One can be considerably less certain about 
the possible magnitude of economic variables 
such as gross national product; yet some such 
forecast must be made if future expenditure 
patterns are to be estimated. If worker pro- 
ductivity continues to gain as in the recent 
past, and if our population expands to the 
estimated 281 million, then the sum total of 
all goods and services produced by our econ- 
omy — our gross national product — should, 
when expressed in 1958 dollars, just about hit 
the trillion dollar mark 25 years from now. 
And, provided the present relationship be- 
tween GNP and disposable income is main- 
tained, this economic activity would yield a 
disposable income, again in 1958 dollars, of 
over $2,800 per person. 

Almost anyone, of course, can find room for 
disagreement with the preceding estimates. 
Yet it does seem clear that the level of general 
economic activity will continue to rise. And 
the estimates of future population, gross na- 
tional product, and disposable income, though 
summarily derived, provide a basis for deter- 
mining probable trends in the forest based in- 
dustries. 


Trends in the Lumber Industry 


Lumber has long accounted for the major 
part of our timber cut. At the present time 
about 55 per cent of the total wood volume 
removed from growing forests goes into lumber 
manufacture. This lumber, in turn, has liter- 
ally thousands of uses, each one of which 
might be expected to react in its own way to 
changing economic conditions. Many of the 
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uses of lumber, however, are directly or in. 
directly related to the residential construction 
industry, and for this reason the construction 
industry can serve as a base for making esti. 
mates of future lumber use. 

Twenty-five years from now, with 281 mil. 
lion people, and with a disposable income of 
$2,800 per person, we shall need to build 
houses almost twice as fast as at present—at a 
rate of some 2,200,000 units annually! The U, 
S. Forest Service in its recent Timber Resource 
Review—on the basis that price relationships 
between lumber and other building commodi- 
ties would continue as in 1952—estimated that | 
each new house would require about 9,000 
board feet of lumber. To some people, at least, 
this seems overly optimistic. Thirty years ago 
Swedish home builders used more lumber per 
house than we do in America today—over 
10,000 board feet per house. Today the aver- 
age Swedish builder uses only 3,750 bd. ft. 
when constructing a home of roughly compar- 
able size, while the European average is only 
1,680 bd. ft. per unit. Here is an example of 
what happens to construction lumber usage 
when supplies become less abundant and prices 
rise. 

Since supplies in this country are becoming 
less abundant, and lumber prices Aave risen 
steadily, there seems little reason to suppose 
the same trends in lumber use might not be 
followed here. If future houses were to require 
4,000 bd. ft. of lumber, about the same total 
quantity of lumber would be used in residential 
construction as is used today. This general 
pattern—an increasing population serving to 
offset a declining per capita use—seems likely 
to hold for other lumber uses as well as for 
construction. Hence a consumption forecast of 
about 35 billion bd. ft. annually (just about 
what it is now) seems quite reasonable. 


The Michigan Lumber Picture 


Where does Michigan fit into this national 
lumber picture? In the 1880s Michigan led all ' 
states in lumber production with some 5% 
billion bd. ft. produced annually. Pine was 
King, and the fortunes made by her rough- 
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and-ready lumbermen provided no small part 
of the capital upon which Michigan’s present 
industries were founded. But from 1890 on, 
Michigan’s lumber production dwindled, reach- 
ing a low point during the 1930s of only 160 
million bd. ft., less than 3 per cent of its 
former high. 

The subsequent comeback has been slow 
but fairly steady, and it should continue. 
Today Michigan’s lumber industry employs 
nearly 15,000 people, almost entirely in small 
establishments. Of the 532 logging camps and 
contractors found in Michigan by the 1954 
Census of Manufacturers, only 19 had 20 or 
more employees. Similarly, of the 1,292 estab- 
lishments classified as producing lumber and 
wood products, only 159 employed 20 or more 
persons. In this state such industries seem 
destined to remain modest in total production 
as well as in size of individual establishment. 
The reason is that both the West and the 
South have great natural advantages in grow- 
ing the coniferous woods which have always 
been the basis of the lumber industry. 


Outlook for Pulp and Paper Industry 


The pulp and paper industry is often cited 
as a striking contrast to the lumber industry, 
particularly with regard to per capita con- 
sumption trends. During the past half-century, 
while lumber consumption per person has de- 
clined steadily, the per capita consumption of 
paper has increased just as steadily—from a 
mere 58 pounds in 1899 to 420 pounds in 
1955. Based on this trend, on our increase in 
population, and taking into consideration the 
fact that wood pulp goes into a large number 
of common paper products, the U.S. Forest 
Service in 1958 anticipated a doubling of pulp- 
wood consumption by 1975. 

Yet there are factors to cloud this rosy out- 
look. For the first time in history a substitute 
for woodpulp has been found, and one need 
only walk into the nearest grocery store to see 
the inroads that polyethylene is making in the 
paper market — apples, onions, candy, and 
many other items are now packaged in flexible, 
transparent polyethylene-fiber bags. Moreover, 
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my friends in chemistry inform me that poly- 
ethylene production is in its infancy. As pro- 
duction expands, they say, we can anticipate 
a very decided reducton in its cost. This 
simply means that the paper companies are 
facing competition from a non-paper product 
of an intensity that has hitherto been un- 
known. In spite of this, however, one can anti- 
cipate a decided expansion in the woodpulp 
industries of the United States; an increase of 
perhaps as much as 50 per cent by 1984. 


The Michigan Pulp and Paper Outlook 


Again, how does Michigan fit into this 
national picture? Today Michigan ranks fifth 
among the states in paper production. Most 
(but not all) of the establishments in this 


industry are large firms. Of the 185 Michigan 


establishments in the group labeled ‘Pulp, 
paper and products” by the 1954 Census of 
Manufacturers, 135 employed 20 or more 
people. Together these firms provided jobs for 
nearly 30,000 Michigan inhabitants. 

There are reasons for thinking this industry 
will be considerably larger 25 years from now 
than at present. Michigan’s forests, while no 
longer possessing the magnificent pine from 
which the early lumbermen carved financial 
empires, are now composed of species well 
suited to pulp manufacture. Aspen, a “weed 
tree” just two decades ago, is the basic raw 
material for a large and growing box-board 
industry. Balsam fir, a tree that has estab- 
lished itself abundantly under the more light- 
demanding species that followed the vast 
forest fires of a half-century ago, is also highly 
favored for paper manufacture. Several firms 
are now using substantial quantities of jack 
pine, and a technological development that 
permits use of high-density hardwoods holds 
much promise as a market for large quantities 
of low-quality timber presently occupying 
hundreds of thousands of acres in the northern 
part of the Lower Peninsula. 

Beyond this supply of basic raw material, 
Michigan has in the Great Lakes a source of 
water for future industrial development that is 
unmatched by any other of our fifty states; 
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and water in large quantities is essential to 
paper manufacture. Finally, Michigan has and 
will have the all-important markets for paper 
and paper products. We are on the edge of the 
nation’s population center as well as being part 
of the industrial heartland, and with the Sea- 
way becoming a reality our industries have the 
opportunity of competing in the rapidly grow- 
ing world market for paper products. 

At least partially related to the pulp and 
paper complex is a newcomer among forest 
products called “particle board.” Within 25 
years this material—made by bonding spe- 
cially prepared wood splinters or flakes into 
sheets or panels (synthetic resin is the usual 
bonding agent)—may well supplant plywood 
in many of its present uses. The change will be 
due to the interplay of two important forces: 
Particle board production costs are dropping 
rapidly as more and more is learned about its 
manufacture, and at the same time veneer- 
quality logs for plywood manufacture are be- 
coming increasingly scarce. Michigan, with its 
variety of species, and its nearness to markets, 
should capture its share of this new industry. 


The Furniture Industry 


Among her forest product industries Michi- 
gan’s furniture industry ranks second only to 
pulp and paper manufacture in employment. 
For many years we were known as the furni- 
ture state, and Grand Rapids was acclaimed 
as the furniture capital of the world. Michigan 
still produces a relatively high proportion of 
the country’s fine furniture, but the furniture 
capital moved south quite a few years ago. In 
part the shift was due to changing raw ma- 
terial supplies, in part to labor cost differen- 
tials, and it must be admitted that compla- 
cency of former leaders also played a signi- 
ficant role. 

Wood is unchallenged in its leadership 
among the raw materials used in furniture 
making, and with 2.2 million new homes to 
be built annually, the outlook for the furniture 
market as a whole can be nothing but favor- 
able. Yet the national furniture industry today 
presents a rapidly shifting picture. Some Mich- 
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igan firms are among the most progressive in 
the nation; some have not yet caught up with + 
the technological advances that presently char. 
acterize the southern segment of furniture 
manufacture. That Michigan will continue to 
be an important producer of furniture seems 
sure. Whether the state will seize its oppor- 
tunity to regain leadership in this highly com. 
petitive field remains to be seen. . 


Outlook for Forestry in Michigan 


What about forestry itself—the growing of 
timber? Will a state with thirteen million in. 
habitants have room for timber growing? — 
Almost certainly it will, but it will be a much 
more intensive brand of forestry than one 
sees today. Attention will be concentrated on 
the better sites. Silvicultural practices will be 
greatly intensified and things such as fertiliz- 
ing, thinning, and pruning of plantations will 
probably be accepted as standard practice. 

The most significant change, however, will 
come from the terrific pressure placed upon 
forest lands by the recreation seeker. The 
“Water Wonderland” would lose much of its 
well-earned reputation as a vacation spot if 
its lakes lost their forest setting. Actually, . 
within less than 25 years one of the state’s 
foremost industrial assets might well be its 
19 million acres of forest land—not as a 
source of raw material, but as a means of 
providing the recreation that industrial em- 
ployees will surely demand when anticipated : 
wage increases are coupled with a shorter work 
week. Given the improved transportation fa- 
cilities that are practically assured, the Upper 
Peninsula might well become a huge and 
magnificent camp site in the summer months. 
And it is entirely conceivable that the mush- - 
rooming interest in winter sports, together 
with the fall hunting that the forests provide, 
might at last enable this part of our state to 
share in the growth that the southern counties 
have long been enjoying. 


Summary 


To sum up: recreational pressures and rec- 
reational use of our forest lands will increase 
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tremendously. Almost certainly recreation will 
be the Number One use of Michigan’s public 
forest properties, both federal and state, while 
the pressures for making private lands avail- 
able for recreation will be great. Today the 
recreationists must fit their activities to those 
of timber production; twenty-five years hence 
it may well be the other way around. 
Lumber will be an important product, but 
will take second place to the pulp and paper 
industry; in Michigan it will be a poor second. 
Particle board will have made substantial in- 
roads into plywood markets, and may largely 
replace the latter within 25 years. It may even 
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be a serious competitor for lumber itself. 

Furniture markets will be very strong: 
There is great opportunity here for Michigan 
furniture manufacturers, but to cash in on the 
opportunity will require a more forward-look- 
ing approach to production than is presently 
evidenced by many of its members. 

Forestry will have to find ways of increasing 
per-acre yields to levels that presently seem 
wishful thinking. Most important, Michigan 
will still have large tree-covered areas in which 
its doubled population will spend more and 
more of its free time. We may even be using 
the slogan “Fabulous Forestland”’! 


Implications for the Businessman 


(continued from page 10) 
undertaking far-reaching revitalization pro- 
grams, will have a different structure ten years 
from now than they had ten years ago. Manu- 
facturing within the cities will be largely con- 
fined to unstandardized products which depend 
on a variety of suppliers and customers. Busi- 
ness services will cluster in the core city, as 
will the administration offices of companies 
with production plants in the suburbs. De- 
veloping methods of communication and trans- 
portation (closed circuit TV and _ helicopter 
transport for short trips) will make it feasible 
for executives to keep in close contact with 
outlying plants. At the same time they will be 
in a position to take advantage of personal 
contacts with the innumerable business serv- 
ices they require. 

The gift of leisure, which is rapidly becom- 
ing a problem, will be more and more the 
direct concern of businessmen, at least those 
who have a large number of employees. Sub- 
urban factories which now include a cafeteria 
and parking lot in their facilities may be 
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adding golf courses, tennis courts and swim- 
ming pools. Management will have to be con- 
cerned with what their locality offers in edu- 
cational, cultural and recreational facilities, 
both because of the need to attract highly 
trained personnel and the relationship between 
the satisfying use of leisure and employee 
morale. During the past ten years, corporate 
support for education, both in direct grants to 
universities and in the form of scholarships, 
has been well established. During the next ten, 
corporate support of the arts, particularly the 
performing arts, will become as firmly estab- 
lished. 

The magnitude and quality of the change 
in our society can be illustrated no more graph- 
ically than by this involvement of business in 
non-business areas. In half a century we have 
advanced from the point where a worker used 
his short time off work to recuperate so that 
he could start another long week, until em- 
ployers must now be concerned with leisure 
facilities lest boredom undermine employee 
morale. 
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UPPER PENINSULA BANK DEBITS—The Upper Peninsula economy is experiencing a localized = ™ 
recession. The halting of iron ore production in connection with the nation-wide steel strike and a Ir 
slight drop in tourist trade have helped contribute to this situation. ol 
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POWER CONSUMPTION-As evidenced by industrial electric power consumption figures, indus- 
trial production dropped sharply during the July-August period. This drop is attributed mainly to 
shutdowns in the automotive industry resulting from model changeovers. 
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MICHIGAN EMPLOYMENT-General labor market conditions, which had been improving through 
June, gave way in July and August to automobile model changeover layoffs and labor disputes. Most 
model changeovers were completed by early September and employment increased by nearly 50,000 
in the motor vehicle and equipment areas from August 15th to mid-September. The secondary effects 
of the steel strike were not important through the third week of September. 
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© Modern thinking about work places for modern executives 


The Executive Office 


ANAGEMENT in progressive organiza- 
tions is continually concerned with im- 
proving operations. Work places for top 
executives, like those for lower echelon person- 
nel, must be designed to help them do a better 
job. What are the functional needs of a good 
executive office? What is the nature and style 
of a good work place for a top officer? 

The executive’s office can no longer be con- 
sidered as a separate entity—isolated and 
grand. Today even the most creative and 
powerful chief executive is inextricably tied to 
his secretary on one level and to his executive 
board on another. Hundreds of executive 
offices of the past ten years will attest to this 
statement. Indeed the importance of the ex- 
ecutive board is such that there are examples 
of a chief executive’s office separated from the 
board room by nothing more than a sliding 
partition and others where even the partition 
does not exist—the office is the board room! 

Since an executive works closely with his 
secretary, his assistant, or both, constant com- 
munication among them is essential. The 
marvel of electronics alone is not enough to 
accomplish this, though; somehow these vari- 


About the Author— 


Mr. Whitney, publisher of INTERIORS and IN- 
DUSTRIAL DESIGN magazines and President of 
Whitney Publications, Inc., recently announced the 
formation of a division, headed by William Wilson 
Atkin as Vice President, which will publish the Whit- 
ney Library of Design. This article presents a few 
highlights from the new division’s first book, the 
INTERIORS’ Book of Offices, edited by Lois Wagner 


Green, which was published last month. 
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ous offices must be in close physical proximity — 


one to the other. Hence, designers have come 
to think in terms of the executive floor—a 
group of offices (not necessarily in one place) 
designed to house the most important officers 
of a corporation or a division. It consists of its 
own reception rooms, or areas—presided over 
by executive secretaries and assistants—offices 
of the chairman, president, vice presidents, 
and other officers of the corporation, one or 
more conference rooms, and a board room, or, 
perhaps, a combination conference-board 
room. 


Objectives of the Executive Floor 


The main reception area registers the cor- 
porate personality; the executive floor confirms 
it and amplifies it. And—like the reception 
room—it is an area whose design, over and 
above functional requirements, is exploited to 
impress. In the composite of its own reception 
area, secretarial provisions, private executive 
offices, and conference and board rooms the 
executive quarters confront the designer with 
the problem of equating confidence and pros- 


perity with exact and meticulous requirements. | 


On the executive floor the designer usually 
abandons the modular system, for he must 
deal with variations in status as well as 
function. 

On all other floors he is controlled by a 
module—established either by himself or by 
the architect. A module, in architectural use, 
is the size of some part, such as the distance 
between columns or the width of a filing cab- 
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inet, taken as a unit of measurement. A stand- 
ard filing cabinet is 16” wide; if that dimen- 
sion is adopted as a module it would be multi- 
plied and panels might be 32”, 64’, etc. Work 
stations for clerks might be 5’-4” (64) by 
10’-8” (128). Private offices might start 
square, 10’-8” x 10’-8”, and be increased in 
5’-4” multiples. On the executive floor, how- 
ever, this system is usually abandoned, the de- 
signer substituting his own self-imposed disci- 
pline in place of it. 

Starting with its reception area, the execu- 
tive floor may be a grander variation of the 
theme established in the main reception room 
or lobby, or it may offer a dramatic contrast. 
A consistent theme, however, usually prevails 
throughout the executive area itself. 


Materials and Maintenance 


Less traffic and a smaller working force per 
square foot for the executive floor also changes 
the viewpoint on the maintenance problem. 
Reliance on the personal pride of the occu- 
pants and the fact that all visitors have been 
pre-screened and are rarely left to their own 
devices permit the use of materials and colors 
that could not survive for long in other office 
areas. Deep piled carpets in tender colors, 
wallcoverings of fragile fibers, handwoven 
drapery and upholstery fabrics, costly paint- 
ings and sculptures, magnificently finished 
woods can be confidently employed with the 
firm prospect of handsome longevity. 

But these elements are not the stuff of care- 
less grandeur, much less conspicuous consump- 
tion. The executive and his staff are today 
distinguished not by a frantic welter of papers, 
pencil stubs, and oozing files, but rather by 
systems, routine, and foreseen deadlines re- 
sulting in an order in working habits that is 
encouraged by the working provisions of the 
designer. For the organized organization man 
neatness in mind and deed in the office is re- 
warded with elegantly handsome surroundings 
designed to stay that way. On the thought- 
fully designed, well appointed executive floor 
there is not just a place for everything: The 
designer’s research into the problem frequent- 
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ly results in special designs for office partition- 
ing systems, storage areas and furniture as 
well as radical innovations in floor plan that 
save time and effort and tend to facilitate the 
entire workings of the executive domain. 


Reception-Secretarial Provisions 


The executive reception area, supplement- 
ing the main reception room, serves as a func- 
tional transition point for executive floor vis- 
itors; from a design point of view it establishes 
an insistent theme for the entire executive 
area. 

Together with the secretarial provisions of 
the executive floor, the reception area serves 
to point up sharply what can be called a new 
visual democracy in the office. The designer’s 
interest in establishing and maintaining a con- 
sistent theme throughout, which is reinforced 
by current management attitudes, tends to 
even out the marked degrees of splendor that 
formerly kept pace with position on the or- 
ganization chart. Not only are the same mate- 
rials employed for the surroundings of the 
receptionist and the executive secretaries as 
are used for company officers, but also actual 
design is reiterated throughout. The same 
basic desk and chairs, with perhaps only vari- 
ations in the finishes and the upholstery fab- 
rics, may frequently be seen in every sort of 


' work situation on the executive floor from the 


receptionist and secretaries through the presi- 
dent’s office. And reflecting the designer’s 
interest in providing to each according to his 
need, it is not extraordinary for an executive 
secretary with complicated duties to sit at a 
desk that is a more elaborate version of her 
employer’s desk. 

This sort of consistency is almost forced 
upon the designer by the spatial relationships 
on the executive floor. Secretaries and assist- 
ants today are typically on display, and since 
the open floor plan is becoming the usual plan 
for the executive quarters, they are situated 
in open areas outside of the private offices. In 
effect, each one of these secretarial provisions 
becomes an anteroom for the private executive 
office it serves, demanding design treatment 
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commensurate with that of the private execu- 
tive office. And with the secretary now thus on 
view, her functional working requirements also 
become more exacting. Her desk and other 
work surfaces, stands for her typewriter and 
other business machines, and filing cabinets 
must be housed and disposed to encourage the 
easy maintenance of her area, and to permit 
her to work efficiently without disorder. One 
frequent solution to this problem is built-in 
cabinetry for files and supplies. This is often 
worked into storage walls that form partitions 
between individual secretarial stations, or that 
enclose an area for a number of secretaries 
and assistants. 


Patterns for the Executive Office 


The democracy of design that tends to pre- 
vail on the executive floor has served to give 
an illusion of spareness and an impersonal 
quality to the private executive office. It is, 
however, merely an illusion, for the popular 
format of open uncluttered space for the top 
executive offices, along with the restrained 
lines of the furnishings, often works tactfully 
to obscure costly built-in cabinetry and elec- 
trical controls, paneled walls, handwoven 
carpeting and fabrics, exotic woods, and select 
works of art. 

Within this basic albeit elegant design 
format two patterns are equally established. 
One of these is the self-contained approach 
that reaches its apogee in the deskless office. 
The other is approached by an infatuation 
with automation. The designer’s provisions for 
all working contingencies of the executive, 
coupled with the increasing refinements in 
business procedures, have worked in many 
business firms to eliminate the need for the 
bulging bulwark sort of desk that formerly 
was the accepted mark of the arrived execu- 
tive. Separate storage cabinets for the execu- 
tive and more logical provisions for his secre- 
tary have altered the executive desk until 
today a simple table with a pencil drawer is 
often all that is needed literally, if not psycho- 
logically. It is becoming frequent practice for 
the designer to offer the top executive a basic 
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table-desk model and to ask him to decide on 
the number and placement of drawers and: 
shelves. In the executive office with neither g 
standard height desk or table, a coffee table 
height work surface with a low easy chai 
brings the acme of casual cosiness to the office, 

Sometimes paradoxically combined with this 
apparent casualness is the accompanying trend 
for mechanization in the executive office. The 
format of seeming spareness is now often 
wired for almost anything. The executive pre. 
sides over control panels in his desk or other 
work unit to open and close blinds and drap. 
eries, storage walls, doors, to summon a secre. 
tary or place a phone call, to turn on a tele. 
vision set or a movie projector, to dictate a 
letter, to regulate the intensity of the office 
lighting. Regarded as a means to an end such 
devices can serve to provide ideal working 
conditions. 


The Office as a Conference Place 


But—mechanized or Spartan—the executive 
office today is often characterized by furnish- 
ings and layout planned to permit ready use 
of the private office for conferences. Such 
facilities most frequently take the form of a 
desk with deep overhang to which a number 
of chairs can be drawn up, or a separate area 
of the office furnished with sofas, chairs, and 
companion occasional tables. 

Within this approach to the problems of 
executive office design, however, a certain 
dogma has emerged. Given his head, the de 
signer tends toward a ruthless extermination 
of the sort of bibelots and mementos that have 
traditionally embellished the executive office. 
If the designer seems cavalier and the execu: 
tive insensitive in such areas of conflict it car 
be said that they both have a point. The moos 
head or swordfish lambent in an exquisitely 
appointed office may be a joke or a disaster, 
depending on one’s relationship to the matter, 
but it does seem that there is something to be 
questioned about the validity of a design ap 
proach that cannot survive any cherished i 
homely personal possessions. If they do so jolt 
it may be the fault of the designer. 
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Conference and Board Rooms 

The concept of group activity and decision, 
which Madison Avenue has given the euphe- 
mism “brain-storming,” has become a guiding 
principle of business procedure—manifested 
concretely and directly in office design by the 
conference room. Unlike the ceremonious 
board of directors room, the conference room 
today takes hard, frequent, and varied use 
for inter-office discussions and presentaticns 
as well as intra-office activities. 

Visual presentation of material has become 
an important activity in many businesses. In 
such cases conference and board rooms are 
provided with audio-visual equipment of vari- 
ous kinds. Besides the simple chalk board, 
rooms sometimes have a board on which large 
sheets of paper for drawings or previously pre- 
pared display material may be tacked. Besides 
a television set, record player, and tape re- 
corder, many rooms have back- and front-pro- 
jected motion picture and slide equipment. 
The lighting system in such cases is often 
designed to be completely flexible. Then, 
whether it is desired to study minute details of 
a new product or plan, or to take notes during 
an illustrated lecture, the proper level of illu- 
mination can be had by adjusting a rheostat. 

The flexibility of conference and board 
rooms is not limited to lighting, either. The 
table itself may be made in sections which may 
be removed from the room entirely so that by 
the substitution of folding chairs, the room 
may be used as a small auditorium. On the 
other hand, the room may be provided with 
manually or electrically operated partitions 
so it can be divided into two or more private 
conference spaces. Furthermore, the use of 
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cleverly designed storage walls makes it pos- 
sible to hide all of this paraphernalia in a 
minimum space when it is not in use. 

With all this it is in the board room, how- 
ever, that office design reaches its peak of 
elegance. The room is dominated, and its en- 
tire design controlled, by its table, upon which 
enormous care is exercised. Its breathtaking 
expanse is engineered to span enormous 
lengths—30, 40, even 50-odd feet being now 
handled with elan. In the engineering feats 
involved the execution of the board table 
sometimes seems an indoor approximation of 
bridge building. Coordinated chairs, subdued 
carpeting and draperies, and the concealed 
visual and sound aids make the decisive sum 
of the board room. 

But as business becomes more complex as 
well as comfortable, the board room is expand- 
ing its amenities. Handsomely appointed pri- 
vate telephone booths, adjacent lounge facil- 
ities, and service kitchens for dining on the 
scene are parts of a developing board room 
suite. 

This is the executive floor of today; it 
probably will remain so for many years to 
come. For the executive floor is as inflexibly 
planned as were all offices 10 to 20 years ago, 
while on other floors flexibility—-demountable 
walls, cabinets, etc.—is the rule rather than 
the exception. Since there seems to be a def- 
inite trend toward establishing executive 
offices in large cities (1% to % of office build- 
ing space is in New York City, for example), 
the necessity to beat high realty and rental 
costs is ever more compelling and a capital 
investment once made will likely be wholly 
amortized before any alterations are made. 
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eA comprehensive description and analysis of ... 


Government and 


VULCHTIYUN 


Union-Management Relations: 
Past, Present, and Future 


LMOST every current problem in labor- 
management relations involves govern- 
ment to some degree. There was a lot of gov- 
ernment in labor-management relations in the 
past. While both labor and management say 
they want less government in labor-manage- 
ment relations, both are constantly seeking to 
align government on their side when engaged 
in disputes and, at this time, both are seeking 
new and additional labor relations legislation. 


Before the New Deal 


There is a widespread notion that prior to 
the New Deal the government pursued a 
hands-off policy in labor-management relations. 
This is a somewhat defensible view only if the 
courts are regarded as being outside the gov- 
ernment. In the nineteen twenties and earlier, 
the courts often figured in labor-management 
disputes, and in many of them this interven- 
tion was just about decisive. The executive 


About the Author— 


Half of the 50 years which Dr. Witte has devoted to 
union-management relations have been spent in gov- 
ernment service and the other half in academic 
teaching. He is presently teaching at the University of 
Wisconsin but at the time of this address was Visiting 
Professor at Michigan State University. He was 
Chairman of the Detroit Regional War Labor Board 
during the first year of World War II and served as a 
public member of the National War Labor Board in 
the last part of the War. He was the first President 
of the Industrial Relations Research Association and 
is a past President of the American Economic Asso- 
ciation. This article was a speech at the 1958 Annual 
Industrial Relations Conference at Ann Arbor. 
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departments of the government—the Presi 
dent of the United States, the state governors, 
the sheriffs, and the police—also intervened 
quite often and what they did had a decided 
effect upon the outcome of strikes. There was 
only a relatively small volume of labor rela- 
tions legislation, but the general criminal and 
civil law often figured in labor disputes; and 
we had extensive protective labor legislation, 

The nineteen twenties were the heyday of 
the use of injunctions in labor disputes. In the 
Railroad Shopmen’s Strike of 1922—an ordi 
nary strike over wages—ex parte restraining 
orders were issued by nearly every federal 
district court—several hundred, all told— 
many with most sweeping provisions. 

This was also the decade of the yellow dog 


contracts, which were not enforced agains. 


the workers who joined unions after they had 
agreed not to do so, but were made the basi 
for injunctions prohibiting unions from at 
tempting to organize workers who had signed 
such agreements as a condition of getting em 
ployment. Several such injunctions, in the 
middle twenties, covered the entire State 0 
West Virginia and prohibited the United Mine 
Workers from carrying on any organization 
activities within its boundaries.’ 


1. Red Jacket Consolidated Coal and Coke Company. 
U.S. District Court, S.D., W. Va., Oct. 9, 19235: 
modified in 18 F (2d) 839 (1927). See also discus 
sion of yellow dog contracts, in Witte, The Govern 
ment in Labor Disputes, 220-230, and cases cited 
in footnotes. 
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In several major strikes before World War 
I, the President sent in federal troops to pre- 
serve law and order. State governors much 
more frequently called out the militia when 
strikes developed, to the great prejudice of 
labor’s case. Armed company guards, supplied 
by private detective agencies, were often depu- 
tized as sheriff’s deputies or special police and 
prevented union organizers and strikers from 
exercising their lawful rights. 

Espionage by industrial spies within unions 
and the working force, also supplied by detec- 
tive agencies, disrupted the unions and led to 
the wholesale blacklisting of workers active 
in unions or even merely because they joined 
unions. Little protection was afforded union 
members from the nefarious operations of 
these spies, either by statute or the courts. 

Labor believed that the government nearly 
always was aligned on the side of management 
in labor disputes, and was doing just about 
everything possible to prevent unions from be- 
ing organized and from winning strikes. 


Government-Imposed Handicaps 
Often Overstated 


With all this, I believe that the handicaps 
which government imposed on labor prior to 
the New Deal are often overstated. The Nor- 
ris-La Guardia Act, the Wagner Act, and other 
acts of the nineteen thirties did, indeed, make 
important changes in the law of labor rela- 
tions. But they did not legalize unions or, for 
the first time, give legal sanction to strikes. 

In a few cases in trial courts, soon after 
1800, these inferior courts did indeed adopt 
the then-prevalent English view that it was 
unlawful for workers to combine to raise their 
wages or improve their working conditions.” 
But this was never accepted law in the United 
States, and, at least since Commonwealth vs. 
Hunt in 1842,° it has been the law in this 
country that unions per se are lawful organiza- 
tions. This was not stated in the Wagner Act 


2. Witte, Edwin E., “Early American Labor Cases,” 
35 Yale Law Journal 825-837 (1926). 
3. 4 Metcalf 111 (Mass. 1842). 
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as any such statement was completely un- 
necessary. 

What are now called “economic strikes” also 
were recognized as legal long before the Wag- 
ner Act; in fact, many strikes now unlawful 
were then considered legal. The oft-cited case, 
Commonwealth vs. Hunt, involved a strike for 
the discharge of non-union men, without any 
sort of union shop agreement, and was held to 
be entirely legal. Similarly, many cases held 
secondary boycotts, as that term is now used, 
to be lawful. Nor was the legality of picketing 
in any manner affected by the passage of the 
Wagner Act. It is even arguable, although by 
no means clear, that the law as to union activ- 
ities was more favorable to labor before the 
Wagner Act than it is today under the Taft- 
Hartley Act. 


Wagner and Taft-Hartley Acts 


What is certain is that the more recent laws 
represent a large extension of governmental 
intervention in labor-management relations. 
Dr. George Taylor* has interpreted the Wag- 
ner Act as being basically a law to require the 
parties to meet and deal with each other, in 
good faith, at the bargaining table. The Taft- 
Hartley Act retains this requirement. The gov- 
ernment still says to the parties, “Bargain col- 
lectively when a majority of the employees 
,want collective bargaining.” 
' But under the Taft-Hartley Act it goes 
farther, and now it regulates in some detail 
how the collective bargaining is to be con- 
ducted and sets forth quite a number of con- 
ditions the parties may not agree upon—espe- 
cially in the realm of union security. Viewed 
in this manner, the most significant change 
made by the Taft-Hartley Act was not the 
addition of a list of unfair labor practices of 
unions, offsetting the list of unfair labor prac- 
tices of employers, but the extension of gov- 
ernmental intervention invading the bargain- 
ing table and restricting the conclusions to be 
arrived at through collective bargaining. 


4. Dr. Taylor’s views have been developed in extenso 
in Government Regulation of Industrial Relations 
(Prentice-Hall, 1948). 
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There were other restrictions which were 
imposed upon employers in the Wagner Act, 
but the principal departure from prior law was 
the requirement of collective bargaining. Em- 
ployers were forbidden to organize, finance, or 
seek to dominate labor organizations—told to 
strictly keep their hands off the union. This 
represented a departure from quite widely pre- 
vailing practice, but not a basic change in law. 
Five years before the enactment of the Wag- 
ner Act, the Supreme Court in the Railway 
Clerks Case® held that company domination of 
unions was an invasion of the right of em- 
ployees to determine for themselves whether 
they want a union or not. Indeed, employers 
seldom argue that they should control the 
representatives on both sides of the bargain- 
ing table. 

The other important unfair labor practice of 
employers listed in the Wagner Act (and the 
most frequent unfair labor practices charge 
against employers under the Taft-Hartley 
Act) was (and is) discrimination against em- 
ployees and prospective employees for union 
membership or activities. This was not the 
law before the Wagner Act. In numerous cases, 
state laws making it a criminal offense to dis- 
criminate because of union membership or 
activities had been held unconstitutional. Such 
discrimination was a common practice in in- 
dustry. But, again, few employers defended 
the practice. Prohibition of discrimination for 
union membership or activities was not a rad- 
ical proposal and came as a shock to but few 


people. 


Collective Bargaining Encouraged 
by Wagner Act 


The requirement that the employer must 
bargain collectively if a majority of his em- 
ployees want him to do so, on the other hand, 
was a New Deal innovation.° Courts had often 


5. Brotherhood of Railway and Steamship Clerks vs. 
Texas & New Orleans Railroad Company, 281 U.S. 
550, 50 Sup. Ct. 427 (1930). 

6. On this subject see the author’s, “The Background 
of the Labor Provisions of the NIRA,” in 1 Uni- 
versity of Chicago Law Review, 572-579 (1934). 
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stated that collective bargaining is in the 
public interest—most frequently as obiter 
dicta in cases in which they held that the 
unions were violating the law by their ob- 
jectives or methods. The declaration of prin- 
ciples to govern labor relations during World 
War I included an endorsement of collective 
bargaining. The Railway Labor Act of 1926 
made it the duty of the railroads and their 
employees to maintain collective bargaining 
agreements. But the railroad industry was one 
in which collective bargaining had been the 
generally prevailing practice for many decades. 
Collective bargaining was not unknown in 
general industry but was in rather limited use. 
Not until the New Deal did anyone seriously 
argue that collective bargaining should be 
made a legal duty of employers. This was pro- 
vided in the Wagner Act, and Dr. Taylor’s 


proposition that this was the heart of that law — 


is a reasonable interpretation of its intent. 

The Wagner Act in its preamble set forth 
that collective bargaining is in the public in- 
terest. While not outlawing or even condemn- 
ing individual bargaining, it spelled out a 
public policy of encouraging collective bar- 
gaining. 

The Taft-Hartley Act left in effect the re- 
quirement of collective bargaining, and may 
even be said to have strengthened this require- 
ment by making collective bargaining in good 
faith also a duty of the unions. 

But the Taft-Hartley Act went beyond 
bringing the parties to the bargaining table, to 
regulate the conduct of collective bargaining 
and to limit what the parties may agree upon. 
This is not government intervention in labor- 
management relations to the maximum con- 
ceivable extent—far from it. But it marks a 
much greater degree of government interven- 
tion than we had under the Wagner Act and 
prior thereto. 


Other Government Intervention 
in Labor Relations 


Nearly all discussions of the government’s 
role in labor relations today concerns the Taft- 
Hartley Act, possible additions thereto, and 
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changes therein. That Act, however, by no 
means encompasses all that the government 
does in labor-management relations. To begin 
with, there is a considerable volume of other 
labor-management relations legislation of the 
national government. 

There are first of all, antedating the Taft- 
Hartley Act aiid even the Wagner Act but still 
in effect, the labor provisions of the Clayton 
Act of 1915, and the Norris-La Guardia Act 
of 1932. It is still part of the law of the United 
States, as stated in the Clayton Act, that “‘the 
labor of a human being is not a commodity or 
article of commerce.” This does not completely 
exempt labor unions from the anti-trust laws 
but prohibits prosecution of workers for com- 
bining to increase their wages or improve their 
working condition, regardless of the size of the 
union or the reasonableness of their demands. 
It is only when unions combine with business- 
men to rig prices or to control output or pro- 
duction that they clearly violate the anti-trust 
laws. 

Making greater changes in the prior law, the 
Norris-LaGuardia Act pretty effectively ended 
the abuses in the issuance of injunctions in 
labor cases in the federal courts, which were 
so prevalent in the nineteen twenties. Supple- 
mented by a few state anti-injunction laws and 
serving widely as a guide where they are not 
mandatory, the procedural requirements of 
the Norris-LaGuardia Act have led also to 
wholesome reforms in the issuance of injunc- 
tions in labor cases in the state courts. 

Some questionable injunctions are still be- 
ing issued in some areas, but probably the 
largest problem in connection with injunctions 
in labor cases has become the provision in the 
Taft-Hartley Act exempting injunctions issued 
under that law from the procedural require- 
ments of the Norris-LaGuardia Act. Under the 
Taft-Hartley Act we again have injunctions 
which are issued before any hearing or notice 
to the adverse party—the so-called mandatory 
injunctions in secondary boycott cases—a con- 
siderable number of which have been found to 
have been unjustified after the adverse party 
has had his day in court. But, despite the Taft- 
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Hartley Act, the Norris-LaGuardia Act re- 
mains in full effect as regards injunctions 
sought by private parties. Injunctions are still 
a red flag to labor, but the abuse of injunctions 
in labor cases is now mainly a matter of bitter 
memories, not of current occurrences. 

Then there is the Railway Labor Act, dating 
from 1926, and amended extensively in 1934 
and in lesser respects since then. This governs 
labor-management relations on the railroads 
and airlines. It is, from labor’s point of view, 
a much more liberal law than the Taft-Hartley 
Act. 

Then there are the Byrnes Act, passed in the 
nineteen thirties, and the Hobbs Act and the 
Lea Act which were enacted just before the 
Taft-Hartley Act. The first of these prohibits 
the transportation across state lines of armed 
guards and other persons employed to inter- 
fere with the rights of strikers by force or 
threats. 

The Hobbs Act makes racketeering which 
involves interstate commerce a felony under 
federal law. This statute has resulted in a con- 
siderable number of convictions and with the 
general criminal law is a not-to-be-overlooked 
curb on robbery and extortion in union-man- 
agement affairs. The Lea Act, on the other 
hand, designed to prevent the Musicians’ 
Union from requiring radio stations to employ 
more persons than needed, has been construed 
so as to amount to little or nothing. 


State Labor Relations Legislation 


We have also a considerable volume of state 
labor relations legislation, which, perhaps, 
should be preferably called “labor-manage- 
ment relations” or ‘“union-management rela- 
tions” legislation. There is scarcely a state 
which does not have some special law dealing 
with some aspect of labor disputes or some 
other feature of labor-management relations. 
Fewer than a dozen states, however, have com- 
prehensive labor relations laws resembling the 
Taft-Hartley or Wagner Act. New York still 
has a “‘little Wagner Act” and the Connecticut 
and Rhode Island laws might also be so classi- 
fied. 
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All the rest of the states with fairly compre- 
hensive labor-management relations acts are 
more like the Taft-Hartley Act, although none 
are so comprehensive. These other labor-man- 
agement relations acts are an annoyance to 
organized labor and do little to fill the gap of 
the “no-man’s land,” which has been created 
by the jurisdictional rules of the National 
Labor Relations Board, under which it refuses 
to act in representation cases involving estab- 
lishments where activities in interstate com- 
merce are small. 


Right-to-Work Laws 


More disturbing to organized labor than the 
state labor-management relations laws which 
were enacted prior to the Taft-Hartley Act, 
are the right-to-work laws enacted by eighteen 
states, mainly since the passage of this federal 
statute. These laws prohibit managements and 
unions from concluding or enforcing any type 
of union security agreements. They are made 
possible, if not suggested, by the provision of 
the Taft-Hartley Act that states may enact 
laws more drastically, but not less drastically, 
restricting union security agreements than 
does the national law. 

Right-to-work laws are in effect principally 
in southern, prairie, and Rocky Mountain 
states, with Indiana last year joining the pro- 
cession. Bills for right-to-work laws have been 
presented in nearly all other states, in many of 
them in several sessions of their legislatures. 
Aside from Indiana, no state has enacted a 
right-to-work law in the last four years. 

The eighteen states with such laws have 
slightly more than fifteen per cent of the total 
number of employees in the United States. 
Wherever tested, the constitutionality of the 
right-to-work laws has been sustained. In 
many of the states with such laws, they have 
never been enforced; in others quite a few 
cases have arisen under them and they have 
been broadly construed. Labor is very fearful 
of right-to-work laws and regards them as a 
greater threat to its effective functioning than 
any other legislation except a national right- 
to-work law. 
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General Civil and Criminal Law In t 
In dealing with the present role of govern-* pro’ 
ment in union-management relations, the gen- _ sion 
eral law embodied in court decisions and jn fat 
statutes imposing civil and criminal penalties, _ cre¢ 
must not be overlooked. In this country it has to | 
always been and remains the rule that the _ sult 
general law applies to labor and management _—‘mer! 
organizations and during labor disputes, no _ tha 
less or differently than to other organizations imp 
and at other times. As Chief Justice Taft once mal 
stated: “The most drastic, the most expedi- be | 
tious, and the most effective law against crimes 
is the criminal law.” To this day, many crim- ' 
inal cases, particularly cases involving mis- ! 
demeanors as distinguished from felonies, arise lab 
out of labor disputes—many more than in- atic 
junction actions and NLRB charges of unfair dis 
labor practices. ice 
Organized labor is not exempt and should on 
not be exempt from the criminal law. Neither 4, 
does the law of torts apply to labor differently 44 
than to other associations or to individuals. an 
Before the Taft-Hartley Act, unincorporated 4p, 
unions could be sued in most state courts, and me 
were sued in the federal courts in numerous age 
cases. Today they can be sued and are often! 4, 
sued both in the federal courts and in state x, 
courts. There is little that is special to labor 4p; 
or to labor disputes in the general law—a fact yy, 
which needs to be taken into account in pass- ar} 
ing upon proposals for additional special 
statutes. i 
Preservation of Law and Order pe 
Government also has often intervened in ™ 
labor disputes through executive action through sit 
such methods as regular and special police - 
protection, calling out the militia, and use of ' li 
the federal troops to preserve law and order. tee 
Preservation of law and order is a prime re- Fi 
sponsibility of government at all times, includ- sit 
ing periods of labor troubles. é 
Our record in this respect in the past has da 
not been good. The United States was the ' 
country of violence in labor disputes, with 
frequent breakdowns of law and order, much 
destruction of property, and some loss of life. pr 
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In this respect there has been noteworthy im- 
provement in the last decades. There occa- 
sionally still is violence in labor disputes, but 
far less than in earlier years. How much of the 
credit belongs to what government has done 
to preserve law and order and how much re- 
sults from generally improved labor-manage- 
ment relations is debatable. What is clear is 
that the preservation of law and order is an 
important function of government in labor- 
management relations, about which there can 
be no doubt whatsoever. 


Government Adjustment of 
Labor Disputes 

An important function of government in 
labor-management relations is that of medi- 
ation and sometimes of arbitration in labor 
disputes. In the national government this serv- 
ice is performed by the Federal Mediation 
and Conciliation Service and by the National 
Mediation Board and the National Railroad 
Adjustment Board. In many states there are 
state boards of mediation and arbitration or 
these functions are duties of the state depart- 
ments of labor. The most important mediation 
agency in the United States is the Federal 
Mediation and Conciliation Service, but the 
National Mediation Board also ranks high in 
this field as do also the New York Board of 
Mediation and a few other state mediation and 
arbitration boards. Arbitration in labor cases 
occurs mainly under private agreements, but 
the Federal Mediation and Conciliation Serv- 
ice often has a part in the selection of the 
arbitrators. 

We also have legislation to deal with strike 
situations threatening national health, safety 
and welfare. The machinery to this end pro- 
vided for in the Taft-Hartley Act seems cum- 
bersome, if not ridiculous, in some respects. 
Fortunately, however, we have had few strike 
situations creating a real emergency, and have 
always “muddled through” without serious 
damage. 


Research and Statistical Services 
Not dramatic but of real value for the im- 
provement of labor relations are government 
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research, statistical, and educational services. 
Nearly all major continuing statistical series 
in this country come from government sources, 
including those widely utilized in labor-man- 
agement relations. 

A large percentage of all research in the in- 
dustrial relations field is government-conducted 
or financed. The personnel of industry, and, to 
a lesser extent, of labor, directly concerned 
with labor-management relations, increasingly 
are educated at public expense at least in part. 
Activities of this kind are particularly im- 
portant in the national government but occur 
also at all other levels of government. 


Protective Labor Legislation 


Until the nineteen thirties, the term “labor 
legislation” was identified popularly with legis- 
lation like the child labor laws, women’s hours 
of labor laws, minimum wage laws, industrial 
safety and sanitation, and similar legislation, 
which I call “protective” or “individual” labor 
legislation as distinguished from “labor rela- 
tions” or “labor-management relations”’ legis- 
lation. Protective labor legislation prescribes 
minimum conditions of employment which be- 
come a part of every contract of employment 
concluded between an employer and an indi- 
vidual worker. 

There is still a large volume of protective 
labor legislation. Most of it is state legislation, 
but the most important single protective labor 
law is the Fair Labor Standards Act of the 
United States. The administrative personnel 
concerned with protective labor legislation ex- 
ceeds that having to do with labor-manage- 
ment relations legislation and the financial 
costs to government are greater, although less 
is spent for this purpose than for the health of 
animals. 

But most of the protective labor legislation 
we have is old and much of it seems outdated. 
There has been no great improvement in pro- 
tective labor legislation in the twenty years 
since the enactment of the Fair Labor Stand- 
ards Act. 

Only one major new type of protective labor 
law has been developed in this period—the 
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fair employment practices legislation; and the 
national government and most states still have 
no such legislation. 

Today, when forty hours per week has long 
been the standard working week in American 
industry, laws limiting the hours of labor of 
children to 48 per week and of many women’s 
hours of labor to an even greater number of 
hours seem well-nigh meaningless. Similarly, 
a $1.00 per hour minimum wage is far below 
average current rates; and the state minimum 
wage laws, which represent the only protection 
afforded many non-factory employees, gen- 
erally have lower rates than the national act. 

Yet the protective labor laws have real value 
even under present day conditions. They bene- 
fit organized employees but little, but help 
many of the unorganized and the weakest of 
our workers—many women and children, and 
the employees with definitely substandard con- 
ditions of empioyment. They also establish 
standards on aspects of conditions of employ- 
ment which but seldom become subjects for 
collective bargaining, such as safety and sani- 
tation, industrial poisoning, and child labor. 

We are urgently in need of a modernization 
of our protective labor legislation. That will 
not be done through collective bargaining but 
needs must be accomplished through legisla- 
tion and its administration. Not, customarily, 
a matter of labor-management relations, it is 
an important part of the role of government in 
relation to labor and employment conditions. 


What Lies Ahead? 


So much for “Government and Union-Man- 
agement Relations: Past and Present.” Now 
we may turn to the question, What lies ahead? 

At this time there is overwhelming verbal 
agreement that the role of government in labor 
relations should be kept at a minimum. Both 
labor and management spokesmen often ex- 
press this sentiment. Some of their statements 
imply that the government is the arch villain, 
whose interference is generally, if not always, 
harmful. As an abstract proposition, most 
everybody wants the government to get out of 


labor-management relations or, at least, to ofl 
in no further than it now is. ‘ 

This has been said for a long time; but just 
about all the while government intervention 
has been increasing. As I see it, the enlarged 
role which government has been playing is 
caused, in part, by the basic conditions of our 
present society. In an age of world uncertain- 
ty, we turn more and more to government for 
assistance and security. Our society has been 
becoming more complex and interdependent, 
with all groups feeling insecure and seeking 
the help of government. On both the manage- 
ment and union sides our economic units have 
been growing larger, with a result of some- 
thing of a feeling of helplessness on the part of 
the individual, or at least a strong desire to 
align the government on his side. 

While basic conditions explain the trend 
toward greater reliance on government, the 
immediate cause of expansions of the role of 
government in the past, I believe, generally 
has been pressure for such expansion by either 
labor or management. Labor must be given 
the principal credit for enactment of the 
Wagner Act; management, acting through the 
principal business organizations, for the pas-*+ 
sage of the Taft-Hartley Act. Both wanted to 
restrict freedom of action of the other side; 
each distrusted government, but also wanted 
the help of government to curb the other 
fellow. There is, probably, a natural tendency 
for governmental intervention to grow, but * 
major new fields or directions of action occur 
mainly because one or the other party to the 
labor-management equation seeks such action. 


The Role of Government 


I agree with the generally held view that 
government intervention in labor relations 
should be kept at a minimum. I hold this view, 
first of all, because in a democratic society 
there is a preference for voluntarism, as con- 
trasted with compulsion. There is also the im- ' 
portant consideration of not weakening the 
authority of government by overuse of its 
powers. As Disraeli said: “Never expose the 
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impotence of government.” Really critical 
situations arise from time to time when gov- 
ernment needs all the prestige and popular 
support it can muster. Too much government 
intervention, and particularly government in- 
tervention which is widely regarded as parti- 
san, destroys such needed support and prestige. 

While holding this view, I am not at all 
optimistic that we shall not have substantial 
further and broader intervention by govern- 
ment in union-management relations. At this 
time, management, acting through the major 
business organizations, is seeking further re- 
strictions upon unions. The labor scandals plus 
the demands labor is making for “‘substantial 
wage increases” in a time of great concern 
about inflation make it quite likely, although 
not certain, that there will be further major 
restrictions upon labor unions. 

Passage of anti-union legislation would not 
be the end of the matter. It is certain that such 
legislation would be followed by increased 
efforts of labor in the political field, contrib- 
uting to the decided radical swing in politics 
which appears to be under way. 


Trends and Outlook 


If labor is hit by legislation it deems unfair, 
look for a determined effort to get it repealed 
or, more smartly, a strong campaign to place 
further restrictions on industry and manage- 
ment. For instance, should the National Asso- 
ciation of Manufacturers succeed in its efforts 
to get legislation enacted to limit the size of 
unions or the unit in which they may bargain, 
it seems to me to be inevitable that ere long 
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we will also have legislation limiting the size 
of corporations or the percentage of a given 
line of business they may control. Restrictions 
on the one side breed restrictions on the other. 

I am not an extremist about the role of 
government in labor-management relations. 
Like almost everybody, I am not entirely satis- 
fied with present legislation and all that the 
government now does in labor relations. But I 
consider that it must continue to operate in 
all or substantially all fields in which it is now 
active. I concede that it should go farther in 
some fields than it now does; for instance, in 
the regulation of health, welfare and pension 
plans, of whatever type they may be, as Presi- 
dent Eisenhower has proposed. 

But I believe that wherever there is serious 
doubt, it is better to leave the government out 
of the picture. This is particularly to be desired 
when the role assumed by the government is 
deemed unfair by one side or the other. Gov- 
ernment cannot be gotten out of union-man- 
agement relations and clearly should not aban- 
don its role in protective labor legislation. We 
should be most cautious, however, in extend- 
ing its functions. 

That my views will prevail is doubtful, if 
not unlikely. The trend seems clearly to be in 
the direction of more government intervention 
in union-management relations. So long as the 
parties seek to align government on their side, 
government intervention will grow. Advan- 
tages gained by one side invite efforts by the 
other to offset them by new restrictions. This 
is a vicious cycle, but is one which I am afraid 
we cannot break in the immediate future. 
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e Trends and projections of an important 
aspect of the American economy 


Long-Run Growth and the 
Demand for Consumer Credit 


HE impressive rise of consumer credit in 

the past fourteen years from a level of $5.7 
billion in 1945 to more than $45 billion cur- 
rently has been an outstanding feature of the 
postwar scene. Even in an economy where new 
records of achievement are commonplace, an 
eight-fold expansion during such a relatively 
brief period leads one to speculate on the 
future of this industry and the dimension it 
may assume in the future. 

Four factors, whose outline is now clearly 
visible, will shape the demand for consumer 
credit in the next two decades, and raise the 
volume of consumer credit outstanding to at 
least twice its present level. Between now and 
1980, we must anticipate that the populatior 
of the United States will reach about 250 
million and the number of households more 
than 70 million. Second, a restructuring of the 
population toward younger families will fur- 
ther amplify demand for consumer credit. 
Third, the additional population will locate 
itself in suburban rings around the great 
metropolitan areas, where transportation re- 
quirements will tend to raise the number of 
multi-car families. Fourth, the increase in 
income during the next two decades—dispos- 
able personal income is expected to reach the 
$550-600 billion range by 1980—will bring a 
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larger proportion of families into a credit- 
worthy status. 


Function of Consumer Credit 


The basic function of any kind of credit is 
to shift the burden of payment forward in 


time. In this respect, consumer credit is not | 


different from production loans. In the case of 
financing producers’ durables, borrowing en- 
ables the firm to minimize investment of its 
own funds in deferred production and to shift 
payment for capital goods closer to the sched- 
uled flow of productive services from the asset. 
The function of consumer credit is analogous, 


The bulk of such credit is used for durable 


goods and enables the consumer to reduce in- 
vestment of family ‘“‘working capital” in the 
stored-up services embodied in the automo- 
bile, washing machine or other household 
equipment. 

It follows naturally, therefore, that he 
surge of growth in consumer assets in recent 
years should be accompanied by a correspond- 
ing rise in consumer loans. One of the salient 
features of recent decades is the enormous 


volume of wealth accumulated by households | 


in the form of durable consumer goods. In his 
definitive Study of Saving in the United 
States, Raymond W. Goldsmith observes that 
the most pronounced trend of personal saving 
in normal periods from 1897 on has been the 
increased share in the form of consumer dur- 
ables. Present value of consumer holdings of 
durable goods, after allowance for deprecia- 
tion, is estimated at more than $200 billion, 
or better than three times the value of their 
holdings of Treasury securities. 
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This accumulation is in part the result of 
the change in services or processes wrought by 
introduction of new types of consumer dur- 
ables. Air conditioners, deep freeze units, dish- 
washers, clothes dryers, and a host of other 
appliances now considered standard equip- 
ment have provided fundamentally different 
services to Americans. This mechanization 
process, however, has included development of 
substitute sources of goods and services al- 
ready part of the consumer diet. Accumulation 
of our present stock of passenger automobiles 
clearly has substituted for greater outlays on 
public transportation—busses, streetcars, and 
railroads, just as television has replaced de- 
mand for more moving picture theaters. It is 
clear that these purchases of consumer capital 
represent a kind of alternative to investment 
by business in capital goods rendering com- 
peting services, and that they have tremendous 
repercussion on the quantity of wealth and 
associated debt in the consumer sector of the 
economy. 


Long-Run Forces 


American financial institutions must be 
geared for a rise in consumer credit of at least 
100 per cent in the short space of the next two 
decades. Assuming the price level remains con- 
stant, the level of consumer loans on the books 
oftienders should reach at least $80 billion and 
may well go above the $100 billion mark. 

One of the principal factors raising the level 
of consumer credit outstanding will be the vast 
army of new families making their appearance 
between 1959 and 1980. According to Bureau 
of the Census projections, there will be a con- 
tinuous increase in the number of households 
during the next 20 years, with the rate of 
increase accelerating from 1960 onward. By 
1980, the number of households will probably 
be somewhat above 70 million, a gain of about 
35 per cent. 

Net household formation will be not less 
than 640,000 per year from 1960-65, accord- 
ing to the Bureau of the Census, and may rise 
as high as 1,000,000 per year in this early 
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period. By 1965, it appears virtually certain, 
however, that the booming birth rate initiated 
at the close of World War II will show its 
impact in a larger number of marriages and an 
uptrend in household formation. Thus, it is 
expected that the average number of house- 
holds formed per year will climb to a range of 
850,000 to a million-plus in the 1965-70 
period. From 1970 on, it is antic... -‘ed that 
the net increment in households w... average 
not less than 1,000,000 per year, and may 
indeed run 25 per cent above this. These pro- 
jections are based largely upon individuals 
already in the population, of course, and there- 
fore possess a high degree of validity. 


Age Structure of the Population 


Analysis of modifications in the age struc- 
ture of the population between 1959 and 1965 
reveals an additional factor which is likely to 
be significant for consumer credit develop- 
ments. While the total number of households 
is expected to rise by approximately 11 to 12 
per cent in the six years, housc.iolds with 
heads under 25 years will increase by not less 
than 36 per cent and perhaps by as much as 
67 per cent. In succeeding years, the propor- 
tion of younger households—those in the first 
ten years of existence—will become even 
larger. These are precisely the families, ac- 
cording to surveys of consumers’ financial 
positions, who are the best customers for major 
durable goods and who consequently are most 
frequently in need of credit. According to the 
latest Federal Reserve survey of consumer 
finances, purchase of major durable goods was 
most frequent in each of the past four years 
among families where the age of the head was 
between 25 and 34 years. This is especially 
notable, since in the typical case income and 
paying-capacity has not yet approached its 
maximum at this age. This same age group 
showed the highest frequency of debt at the 
time of the 1959 survey. Four-fifths of the 25 
to 34 year age-group had some debt, compared 
with about half this frequency (41 per cent) 
in the 55 to 64 age-group and only 26 per cent 
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in the 65 and over category. Moreover, the 
frequency of relatively large amount of debt 
($1,000 or more) was highest among this 
younger group. 


The Exurbanites and 
Interurbanites 


Demographers and sociologists have sup- 
plied us recently with two new terms to desig- 
nate the members of that new class of con- 
sumers which reflects the very important 
spatial shift in community areas, the “ex- 
urbanites” and “interurbanites.”’ These are the 
people who have formed the ever-widening 
circle of residential suburbs around great 
metropolitan areas where the bulk of growth 
is occurring. It is anticipated that by 1980 
about 65 per cent of the population will have 
been concentrated in the metropolitan areas. 
And this growth is expected to take place very 
largely in the outer rings of the metropolis, 
rather than in the central part of the city. 
One demogzapher has estimated that suburban 
populations will rise approximately 180 per 
cent between 1959 and 1980, almost twice as 
much as total population. 

These new residents typically require ex- 
tensive amounts of household durables to 
furnish the new house in the new suburb. The 
Ex- and Interurbanites, if past patterns con- 
tinue in the future, will be nearly 100 per cent 
homeowners, and in the 1947-56 period, 
spending units owning their own homes spent 
some 17 per cent of income on durables, com- 
pared with only 10.5 per cent for renters. 
Additional transportation requirements occa- 
sioned by the increased distance from home 
to office, school, and shopping center place a 
high priority upon multi-car ownership. All of 
these, in turn, increase the need for short- and 
intermediate-term consumer credit. 


Long-Term Trend of Incomes 


The well-established long-run rise in real 
income of spending units bodes well for the 
ability of a growing proportion of the popula- 
tion to purchase durable goods, and, therefore, 
to use consumer credit. Recent projections 


indicate that Gross National Product will be 
$550-600 billion by 1980 (in 1957 dollars), a 
rise of 100 per cent. One of the limitations on 
extension of credit for any purpose is the 
ability of the borrowers’ income to meet re- 
payment schedules. Evidence of this is found 
in the cross-section surveys of consumer 
finance mentioned earlier, which show that 
spending units with annual incomes below 
$2,000 are relatively infrequent borrowers 
compared with middle-income groups. Further- 
more, the low-income families (under $2,000) 
generally are able to borrow only modest 
amounts, compared with families in the 
$5,000—-10,000 range. Hence it should be an- 
ticipated that as productivity and income rise, 
a rising percentage of spending units will 
become credit-worthy borrowers. 


Summary and Conclusions 


Various dimensions of consumer credit de- 
velopment have been examined in recent years, 
with major focus on the burden it represents 
through repayment demands upon current in- 
come and the hazard introduced to lending 
institutions through risk of borrower-default. 
Emphasis on these two lines of thought has 
tended to obscure the need for appraising the 
basic function performed by consumer credit 
in the economy and the reasons for its high 
rate of growth. This article does not dwell on 
the question of whether there is too little or 
too much consumer credit—the answer to 
which suffers from lack of adequate criteria— 
nor whether it is ““good” or “poor” credit. 

Instead, an effort has been made to clarify 
the influences which will determine credit 
needs during the coming twenty years. Quanti- 
fication of accepted projections indicates a 
growth rate averaging about four per cent per 
year, a rate which will double the volume of 
outstanding credit between now and 1980. 
While this is distinctly below the rate of in- 
crease prevailing in the past fourteen years, it, 
nevertheless, reveals the fact that consumer 
credit has not yet reached a peak, nor as some 
have suggested is it likely that present credit 
volume is a long term plateau level. 
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THE UNIVERSITY OF MICHIGAN 


SCHOOL OF BUSINESS ADMINISTRATION 
Bureau of Business Research 


CASES IN REAL ESTATE FINANCE 
By James C. T. Mao, Associate Professor of Finance 


This volume meets the urgent need for a case book to be used in an introductory 
course in real estate finance. 

The book consists of a collection of ten recent cases, each one dealing with a major 
aspect of real estate financing. It contains material which can be used in a number of 
ways in the classroom—as illustrations for lectures, as a framework for class discussions, 
or as material for oral or written assignments. The types of properties covered in the 
book include single-family residences, apartment buildings, shopping centers, motels and 
subdivisions. The facts are presented in such a form that they can be analyzed from 
the viewpoint of either the borrower, the lender, or the investor. Authentic illustrative 
materials such as maps, forms, and drawings supplement the text. 
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115 pages, paper, $3.00 


DEPARTMENTAL MERCHANDISING RESULTS IN SMALL 4 
DEPARTMENT STORES, 1956-1958 4 
By Epcar H. Gautt, Professor of Marketing a 


Here is an invaluable aid to the retailer in making merchandise budgets and 
checking departmental performances. Results in thirty-five of the most common depart- | 
ments in small department stores ($2,000,000 to $5,000,000) were analyzed to produce the 
following data by months, as well as for the years 1956 and 1957: the change in sales | 
volume, markdowns, stock sales ratios, inventory index, per cent of month’s to year’s 
sales, original markup and gross margin percentage. For 1958 the average monthly sales 
transactions are substituted for the inventory index and month-to-year’s sales ratio. In J 
addition, stock-turn and stock shortages are given for the three years. Supplementary  % 
material includes: the use of average sales transactions in sales forecasting; the impor- 4 
tance of employee discounts as a measure of departmental merchandising success; anda | 
check on increased merchandising efficiency since 1927. a 

The report gives total store operating figures for 1956, 1957 and 1958. Unlike other =| 
surveys the results here point to a slight loss in 1958 instead of a slight profit. P 

Order now this operating manual for the smaller department store. a 


Michigan Business Reports, No. 30 
104 pages, 119 tables, paper, $4.00 


Order from: Bureau of Business Research, School of Business Administration, 
_ The University of Michigan, Ann Arbor, Michigan =e 


] 
al 
i 
. 
q 


a 
# 
% 


